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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless noted 


1987 1988 1989 (Proj.) 
Domestic Economy 


Population (mil., year-end) 19.67 19.90 20.10 
Population growth (%) i k2 ey LO 
GNP in current dollars 99,278 119,661 137,083 
Per capita GNP ($) 5,075 6,053 6,870 
Real GNP growth (NTS terms) 11.86 Tan 81 
Consumer price % change ide 1.28 .00 


Production and Employment 
Labor force (millions) 8.18 <20 42 
Unemployment rate (average) 1.97 «69 -70 
Industrial production, % change 12.44 «96 . 80 
Govt. oper. balance as % of GNP 2028 26 -40 


Balance of Payments 
Exports (fob) S53 -ou2 60,585 
Imports (cif) * 34,557/34,957 46,770/49,656 56,542 
Trade surplus* 19,054/18,654 13,816/10,930 12,075 
Current account balance L?, 329 10,167 11,470 
Foreign direct investment TiS 959 900 
External public debt (12/31) Zeaits 1; 871 1,400 
Debt-service paid 3,081 1, 782 970 
Debt-service ratio as % of PR isoe a 
exports (goods and services) 
Forex reserves (year-end) 76,748 74,026 74,000 
Average NTS$/USS$ exchange rate 31.87 28.61 26.. 
Foreign Investment Approvals 
Total (since 1952) 7,349 &, 532 9,532 
U.S. (since 1952) 2,427 2, 58s 2,708 
U.S. share (%) 33.02 20433 ae. 


U.S.-Taiwan Trade 
Exports to U.S. (fob) 23,660 23,45. 24,873 
Imports from U.S. (cif)* 7,229/7,629 10,116/13,002 12,439 
Trade surplus * 16,431/16,031 13,315/10,225 12,434 
U.S. share of exports (%) 44.1 26.7 36. 
U.S. share of imports (%) 20.9/21.8 21.6/26:.2 a2 4 


Principal U.S. Exports (1988): gold ($2,886); electronic/ 
electrical goods (1,926); chemicals ($1,693); machinery ($788) ; 
corn ($541); soybean ($527); food/wine/cigarettes ($525). 


Principal U.S. Imports (1988): electronic/electrical goods 
($7,012); machinery ($2,859); textile/apparel ($2,829); footwear 
($2,320); toys/sporting goods ($1,747). 


*1987 and 1988 data: first figure excludes Central Bank’s gold 
imports--$400 million in 1987 and $2,886 million in 1988; second figure 
includes them. 


Note: Taiwan trade data may not agree with U.S. data. 


Source: Directorate General of Budget, Accounting and Statistics. 





SUMMARY 


In contrast to the double-digit growth in the preceding two years, 
Taiwan ended 1988 with a moderate economic growth rate of 7.3 
percent. The economy slowed its growth further to 6.5 percent in 
the first quarter of 1989, calling into question the 7-percent 
growth rate targeted for the year. Domestic consumption and 
investment have replaced trade as the main momentum behind Taiwan’s 
growth. The economic structure continued to change, as services and 
technology- and capital-intensive industries flourished but 
agriculture and labor-intensive industries declined. Despite 
measures at the end of 1988 to reduce money supply growth, it 
nevertheless surged from 25.2 percent in December 1988 to 29.1 
percent in the first quarter of 1989. Prices were stable in 1988 
but began rising sharply in early 1989, attributable partly to 
higher oil prices. Continued high money growth and the sudden jumps 
in prices prompted the financial authorities to implement a 26-point 
anti-inflation package in March 1989 that included stringent credit 
policies, effective immediately. Labor has continued to be in short 
supply, as unemployment has remained well below 2 percent. As local 
manufacturers have been moving offshore in search of cheaper and 
more abundant labor, outward investment for the first time exceeded 
inward investment in 1988. This trend is expected to continue in 
1989. 


The new Taiwan dollar (NTD or NT$) was fairly stable in 1988, with 
the NT$:US$ exchange rate ending the year at 28.16:1. Bilateral 
exchange rate talks between the United States and Taiwan in March 
1989 led to reduced Central Bank intervention in the foreign 
exchange market and rapid appreciation of the exchange rate. By the 
end of May, the NT$:US$ rate had risen 8.3 percent from the 1988 
year-end level to 26:1. The strength of the NTD contributed to the 
continuing reduction in Taiwan’s trade surplus with the United 
States, if Central Bank (CB) gold purchases are excluded. (Note: 
The Central Bank bought US$2.9 billion of gold bullion from the 
United States in 1988, but stopped doing so after September 1988.) 
On this ex-CB gold basis, Taiwan’s 1988 global trade surplus fell 
25.9 percent to $13.8 billion, and its 1988 bilateral surplus with 
the United States fell 19 percent to $13.3 billion. This 
improvement continued into the first half of 1989 as Taiwan’s 
bilateral trade surplus fell 15.6 percent from year-earlier to $5.5 
billion. Its global trade surplus decreased 12 percent from a year 
earlier, to $6.2 billion. 


Taiwan enacted another round of tariff reductions in July. The 
authorities have published more details about Taiwan’s four-year 
Trade Action Plan to reduce its trade imbalance with the United 
States by 10 percent a year to $8.7 billion in 1992. This seems a 
plausible goal in light of the amount of reduction in 1988 and early 
in 1989. 


Early in May the United States and Taiwan conducted a comprehensive 
round of talks. Two agreements pertaining to copyright protection 





were initialed in May and July. Other issues, such as an airline 
computer reservations system, inland trucking, and driftnet fishing 
in the North Pacific, are under continued discussion. 


U.S. firms will find major opportunities in pollution control, 
computer equipment, telecommunications, home furnishings and 
appliances, transportation, scientific instruments, power, and 
petrochemicals. 


OUTLOOK FOR 1989 


Taiwan may see a slight economic slowdown in 1989. The official 
target growth of 7 percent may be difficult to realize. During the 
first four months of 1989, Taiwan’s GNP grew at a 6.5-percent 
annualized rate. Domestic demand as a share of GNP continued to 
rise, up to 88.9 percent, while net foreign demand declined to 8.9 
percent. Taiwan’s global trade surplus for the first four months 
rose 3.1 percent as a result of exporters rushing to ship their 
orders to minimize exchange rate losses in the face of the NTD 
appreciation that month. But by mid-year, the surplus was again on 
the decline, down 12 percent from the first half of 1988, to $6.2 
billion. For 1989 as a whole, the global trade surplus is expected 
to decline, given scheduled tariff cuts and the 8.3 percent NTD 
appreciation through May. Taiwan’s trade surplus with the United 
States continues to improve: the six-month surplus fell 15.6 
percent from the ex-CB gold level a year earlier to $5.5 billion 
(Taiwan data), and the trend may be expected to continue. Despite 
tight credit policies implemented in 1988, money supply growth 
remained stubbornly high (25.2 percent) at 1988 year-end. Excess 
liquidity, together with rising international oil prices (oil was 
Taiwan’s largest import through 1985), and the paced release of 
NT$560 billion ($20.4 billion) for official land acquisition during 
the year, drove the Consumer Price Index (CPI) to 5.7 percent, and 
the Wholesale Price Index (WPI) to 2.9 percent annualized growth 
rates in April, the highest since 1981. 


EFFORTS TO FIGHT INFLATION: With the CPI and WPI growing at their 
highest rates since 1981, the authorities’ efforts to fight 
inflation took a dramatic turn. A 26-point anti-inflation package 
was announced on March 23 to tighten money supply, reduce the trade 
surplus, and cut tariff and non-tariff trade barriers, utility rates 
and commodity taxes. Exports of essential goods would be 
restricted. The Council for Economic Planning and Development 
(CEPD) has been appointed the watchdog agency for the plan. On 
April 1, the Central Bank raised bank deposit reserve requirements 
2-4 percentage points, the rediscount rate 1 percentage point, and 
interest rate ceilings 0.25-3 percentage points. As a result, 
growth of money supply (M1B) was brought from 24 percent in 1988 
down to around 20 percent in April, and interest rates on secured 
bank loans jumped 4 percentage points from 6.25 percent to 10.25 
percent. However, lower M1B growth alone is insufficient to bring 
down prices, unless the authorities can also break down the monopoly 
and cartel pricing mechanisms prevalent in Taiwan. 
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Meanwhile, higher interest rates that have resulted from the CB’s 
tight credit policies will put a damper on economic growth. 


CONTINUED STRUCTURAL SHIFT: As a result of the NTD appreciation, 
rising labor costs, and labor shortage, traditional labor-intensive 
manufacturing industries are being replaced with more capital- and 
technology-intensive industries. Output of service businesses 
overtook manufacturing to make services the largest sector in the 
Taiwan economy. On a policy level, Taiwan showed its resolve to 
upgrade its economic structure by deciding against the renewal of 
its pro-export "Statute for Investment Encouragement" after it 
expires at the end of 1990. In the meantime, the economic 
authorities have drafted the "Statute for Upgrading Industries" 
(SUI) which will be sent for legislative review this month. The 
proposed SUI is designed to raise the technological level of 
Taiwan’s industrial structure through such measures as elimination 
of tax incentives for labor-intensive industries and prohibitions on 
polluting industries. 


Taiwan is proceeding with the liberalization of its financial 
market. After removing a 15-year ban on new securities firms in May 
1988, the number of brokerage houses in Taiwan almost quadrupled 
from 28 to 102. The Legislative Yuan enacted a revised Banking Law 
in July 1989. The new law lifts the ban on new banks, provides a 
basis for privatizing state-controlled banks (virtually the entire 
banking sector now), and allows a greater degree of competition from 
foreign banks. In accordance with agreements reached with the 
American Institute in Taiwan (AIT) in August 1988, international 
credit cards denominated in NT dollars can now be issued in Taiwan. 
Based on an earlier bilateral agreement, three additional U.S. 
insurance companies have been permitted to open branch offices here, 
raising the total number of U.S. insurance companies here to 12 (6 
life, 6 non-life). 


On the nonfinancial front, privatization has already begun with the 
Economic Ministry’s April sale of 2.3 percent of the shares of the 
state-owned China Steel Corporation. More sales of the stock of 
China Steel and other state enterprises are scheduled to take place 
in the near future. An extensive centrally controlled commissary 
system, estimated to account for about a third of retail sales, 
began to be phased out in July. Reportedly it will be replaced by 
an individual cooperative system with more procurement flexibility 
to permit foreign suppliers to compete for a share of this market. 


AGRICULTURE CONTINUES TO DECLINE IN IMPORTANCE: Agricultural 
production did not grow in 1988. Taiwan authorities are projecting 
1.5 percent growth in 1989. The agricultural sector has been 
steadily losing its land and labor to the industrial and service 
sectors. Agricultural output as a share of GNP fell from 24 percent 
two decades ago to 5.3 percent in 1987, 5.1 percent in 1988, and is 
projected to fall to 4.8 percent in 1989. Rice, as well as many 
cash crops grown by Taiwan farmers, can no longer compete in the 
international market. For claimed national security reasons, Taiwan 
bans rice imports, and for political reasons it restricts imports of 





other competing agricultural products. In 1988 farmers, who account 
for 14 percent of Taiwan’s labor force, staged three large-scale 
demonstrations to demand protection against imports. Reflecting the 
farmers’ political influence, tariffs on agricultural imports have 
remained as high as 50 percent ad valorem. Other barriers, such as 
quotas, special levies, commodity taxes (on food products only), and 
unique sanitation or purity standards, remain. An import ban on 
turkey meat was lifted in early 1989 subject to the imposition of an 
interim quota. 


OUTWARD INVESTMENT: Faced with excess capital, the Taiwan 
authorities have been encouraging Taiwan business to invest 
overseas. Buoyed by the strong NT dollar, and in search of cheap 
and abundant labor, many Taiwan manufacturers in the labor- 
intensive industries have relocated overseas, especially to 
Southeast Asia, and even to mainland China, despite Taiwan’s "three 
no's" policy (no contact, no negotiation, no compromise) with the 
mainland. In 1988, for the first time in Taiwan’s history, outflows 
of direct investment exceeded inflows, and by a 4-to-1 ratio. 
According to Central Bank data, Taiwan’s direct investment overseas 
totaled $4.1 billion in 1988. The largest share of that amount was 
invested in Southeast Asia. 


INWARD INVESTMENT: The labor shortage and the NTD appreciation have 
caused a sharp drop in foreign investment approvals. In 1988, such 
approvals fell 16.6 percent to $1.18 billion. The cumulative 
foreign investment approvals from 1952 through 1988 increased by 
that amount ($1.18 billion) to $8.53 billion. As expected, declines 
in foreign investment were found in labor-intensive industries such 
as textiles, footwear, plastic products, and leather goods. The 
foreign investment that is continuing to flow in -- to 
technology-intensive industries -- reflects the general structural 
shift in the Taiwan economy. Taiwan may not have enough manual 
workers, but it is still perceived to have an adequate supply of 
technical personnel, and they are still cheaper than their 
counterparts in the United States and in Europe. But technical 
workers may be the next segment of the labor market to face a 
shortage. Already there are stories of companies applying to hire 
Filipino engineers. 


Taiwan’s Statute for Investment by Foreign Nationals was revised in 
February to permit foreign insurance companies in Taiwan to invest 
directly in the Taiwan stock market, once related administrative 
regulations are amended accordingly, possibly before the end of this 
year. Otherwise direct foreign investment in the stock market 
remains forbidden, except through four offshore mutual funds listed 
on the New York and London Stock Exchanges. 


LABOR ACTIVISM: Labor has been increasingly active since martial 
law was lifted in July 1987. In December 1987, a Labor Party was 
formed, represented by one seat in the Legislative Yuan. In August 
1987, the authorities formed the cabinet-level Council of Labor 
Affairs (CLA) to deal with labor matters. A bill is now before the 





Legislative Yuan to elevate the CLA, as well as three other 
agencies, to the ministry level. In March of this year, a faction 
split from the Labor Party to form the Workers Party. 


The 1984 Labor Standards Law (LSL) is still under revision. Many 
employers are critical of the overtime, bonus, severance and 
retirement provisions in the LSL, whereas workers fear that 
revisions will reduce such benefits. In late 1988 and early 1989, 
around the time of Chinese New Year, workers struck or threatened to 
strike over the amount of year-end bonuses. Some disputes were 
settled quickly, other lasted longer. Management took a tough stand 
in some of these cases. The Taita Chemical Co. strike lasted 23 
days, and workers eventually settled for a bonus of a fraction of 
their original demand, a demand which was widely criticized as being 
unreasonable. In February, drivers of the Hsin Ying Bus Company 
signed a collective agreement which included a provision for them to 
give up the right to strike. In May, workers of the Far Eastern 
Textile Co. struck over the involuntary (and therefore illegal) 
transfer of one worker and the subsequent firing of four others. 

The strike eventually failed because plant closure by management and 
lack of strike funds drove a wedge of discord among the workers. 


POLLUTION -- A MOUNTING PROBLEM: Inadequate enforcement of 
pollution control laws has resulted in serious pollution problems. 
There is no zoning in Taiwan. Industrial, commercial, residential, 
and agricultural land can be found in the same area; hence 
industrial pollution finds its way into water and crops for human 
consumption. Uncontrolled growth in automobiles and motorcycles -- 
all without catalytic converters -- and uncontrolled discharge of 
polluting gases from industrial plants have made Taiwan’s air 
quality probably among the worst in the world. The PSI (Pollution 
Standard Index) reading of Taipei and its industrial satellite towns 
is frequently over 200, or even 300. Los Angeles on a bad day has a 
PSI reading under 100. In the industrial city of Kaohsiung in the 
south, where heavy, and therefore even more polluting industries 
(e.g., petrochemicals) are concentrated, the pollution can be 
expected to be worse. Unregulated industrial pollution at the 
Linyuan petrochemical complex in Kaohsiung ied to violent protests 
by residents in October 1988. Although the budget for Taiwan’s 
Environmental Protection Agency has been increasing steadily every 
year, a clear, coordinated, and enforceable pollution control policy 
has yet to emerge. 


FOREIGN EXCHANGE: The NT$:US$ exchange rate rose a scant 1.4 
percent in 1988. Between December 31, 1988, and late May 1989, the 
rate appreciated 8.3 percent from 28.16:1 to 26.00:1. Pursuant to 
exchange rate discussions between the United States and Taiwan in 
March 1989, Taiwan’s Central Bank announced a new foreign exchange 
system effective April 3, 1989. The new system eliminated a 
predetermined middle rate and strict limits on fluctuations from the 
middle rate. At the same time, the CB seemed to cut significantly 
its intervention in the foreign exchange market, leading to great 





volatility in the exchange rate. In early May, Treasury Secretary 
Brady stated to the Senate Committee on Banking, Housing and Urban 
Affairs that "in light of recent trade data, there may be no need 
for further appreciation [of the NT dollar] at this time." The rate 
has since stabilized in the 25.5:1 to 26.0:1 range. However, the 
new system has not completely liberalized the foreign exchange 
market. Restriction on capital inflow remains, and trading 
information is less detailed than before. Foreign banks, in 
particular, find the new system discriminatory in several aspects. 


Taiwan’s Central Bank (CB) imported $2.9 billion of gold bullion 
from the United States in 1988 but discontinued the practice after 
September 1988. There were no CB gold imports from the United 
States in the first six months of 1989. Taiwan’s foreign exchange 
reserves rose from $73.9 billion on December 31, 1988, to $75.2 
billion on March 31, 1989, with most of it in U.S. dollar 
instruments and the balance in German marks and Japanese yen. Gold 
accounted for 6.9 percent of Taiwan’s international reserves 
(foreign exchange plus gold) of $80.7 billion as of March 31, 1989. 


TRADE 


Helped by tariff cuts and the higher NTD (which appreciated by more 
than 40 percent between September 1985 and December 1988), imports 
into Taiwan rose significantly in 1988. As a result Taiwan was able 
to cut its global trade surplus 27.5 percent, to $13.8 billion, 
excluding CB gold imports in 1988. For the first six months of 
1989, compared with the ex-CB gold level a year earlier, imports 
increased 16.8 percent, exports 9.9 percent, and the global trade 
surplus fell 12 percent. This resumes a trend deviated from in 
March, when exports were inflated by exporters’ rush to ship their 
goods in order to minimize their exchange rate losses, as the NTD 
appreciated 1.8 percent from the beginning to the end of March. 
With another round of tariff cuts in July, and the 8-plus percent 
currency appreciation so far this year, Taiwan’s 1989 ex-gold trade 
surplus is expected to decline from the 1988 level. 


The United States continues to be Taiwan’s largest export market and 
Japan, its largest import supplier. In the first six months of 
1989, exports to the United States accounted for 35.5 percent of 
Taiwan’s total exports, and imports from Japan 30.8 percent of total 
imports. Indirect trade with mainland China continued to flourish. 
It rose 97.5 percent to $2.72 billion in 1988, with Taiwan enjoying 
a surplus of $1.76 billion. In the first three months of this year, 
such indirect trade across the Taiwan Strait is estimated to have 
risen 67.4 percent to about $0.8 billion. 


U.S.-TAIWAN TRADE 


The U.S. remains Taiwan’s largest trading partner, its largest 
export market and its second largest import supplier. However, the 
56-percent appreciation of the NTD (September 1985 through May 





1989), the consequent structural changes in the Taiwan economy, and 
Taiwan’s efforts to diversify its markets have led to some shifts in 
U.S.-Taiwan trade relations. Based on Taiwan data, the U.S. share 
of Taiwan’s exports fell from a high of 48.8 percent in 1984 to 44.1 
percent in 1987, 38.7 percent in 1988, and further to 35.5 percent 
in the first six months of 1989. Similarly, U.S. products -- 
including cars, home appliances, and chemicals -- as a share of 
total imports into Taiwan rose from 20.9 percent in 1987 to 21.6 
percent in 1988 and 22.6 percent in the first six months of 1989. 
The increasing importance of imports from the United States has 
translated into a lower bilateral trade surplus for Taiwan. Based 
on U.S. data, Taiwan’s trade surplus with the United States ex-CB 
gold fell 14.4 percent to $15.2 billion in 1988 (customs value 
basis). For the first five months of 1989, U.S. exports to Taiwan 
rose 20 percent to $4.5 billion, whereas U.S. imports from Taiwan 
fell 4.5 percent to $9.3 billion. The bilateral ex-gold surplus 
fell 20 percent from the year-earlier period to $4.8 billion. With 
the 8.3 percent appreciation in the NTS$:US$ exchange rate in 1989 
(through late May) and another round of comprehensive tariff cuts in 


July, the bilateral trade imbalance may be expected to continue to 
improve. 


THE TRADE ACTION PLAN: In February of this year, Taiwan announced a 
four-year Trade Action Plan to redress its trade imbalance with the 
United States Over the four-year period (1989-92), the Plan aims to 


raise consumption and investment as a combined share of GNP from 90 
to 96 percent, and lower the merchandise and service trade surplus 
from 10 to 4 percent of GNP. The average nominal tariff rate will 
be lowered from 12.6 to 7 percent. Non-tariff import barriers will 
be cut. Restrictions will be relaxed on foreign operation of air 
cargo terminals, inland trucking, foreign banks, insurance 
companies, and securities firms. Exports to the United States will 
be slashed from 39 percent of Taiwan’s total exports (in 1988) to 33 
percent. Imports from the United States will be increased by 
sending more procurement missions to the United States, assisting 
U.S. suppliers to market their goods in Taiwan, and offering 
low-interest credit for U.S. exporters. Consequently, Taiwan 
expects to reduce its trade surplus with the United States by 10 
percent a year from $13.3 billion in 1988 to $8.7 billion in 1992 
(Taiwan data). 


OTHER BILATERAL TRADE ISSUES: Taiwan enacted another round of 
tariff reductions in July. In early May the United States and 
Taiwan conducted a round of talks regarding implementation of the 
Trade Action Plan. A bilateral agreement on copyright protection, 
initialed in July, will enhance protection once its provisions are 
incorporated into local law. A May agreement providing for 
effective regulation of MTVs ("Movie Television" or video parlors) 
and increased efforts to eliminate pirated videotapes should help 
the U.S. film industry better protect its copyrighted property. 
Taiwan is one of eight trading partners placed on a "priority 
watchlist" under the Omnibus Trade Act of 1988 for ineffective 
enforcement of intellectual property rights. Other issues, such as 
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the extension of the textile agreement, marketing of an airline 
computer reservations system, inland trucking, and driftnet fishing 
in the North Pacific will continue to be of concern in bilateral 
economic and commercial relations. 


BEST PROSPECTS FOR U.S. EXPORTS 


U.S. firms will find major opportunities in pollution control, 
computer equipment, automated production equipment, 
telecommunications, home furnishings and appliances, transportation, 
scientific instruments, power, and petrochemicals. 


POLLUTION CONTROL: Taiwan is expected to invest $33 billion in 
pollution control and industrial waste disposal systems until the 
year 2000. From July 1988 to June 1990, an estimated $355 million 
will be spent to control air pollution and $1.12 billion to control 
water pollution. Taiwan’s Environmental Protection Agency is 
planning an island-wide pollution monitoring system. Equipment 
purchases likely to exceed $12 million began in January 1989. 


Between July 1988 and June 1990, the authorities plan to invest $1.2 
billion in solid waste disposal. Eight incinerators, 140 district 
and small-scale sanitary landfills, a computerized solid waste 
management system, and other resource recovery technologies will be 
involved. 


COMPUTER EQUIPMENT: Sales of U.S. computer products are expected to 
grow 25 percent annually to $1.9 billion in 1991 as U.S. suppliers 
capture 50 percent of the market. Sales of mainframes, small 
business computers, minicomputers, 32-bit microcomputers and 
sophisticated peripherals will be brisk. 


Bids for a $88.9 million project in police command, control, 
communications equipment and information system (3C&I) are scheduled 
for the last quarter of 1989. Taiwan is also undertaking a $270 
million island-wide computerized residential information system. In 
January 1990, $65 million in hardware for this system will be 
procured. 


AUTOMATED PRODUCTION EQUIPMENT: The automated production equipment 
market is projected to expand at an average annual rate of 25 
percent through 1992, to reach $8 billion. The greatest demand will 
be for CAD/CAM systems, automatic guided vehicles and automatic 
warehouse equipment, industrial robots and NC/CNC machine tools. 


Industrial process control (IPC) imports may grow 16 percent per 
annum to $825 million by 1991. American suppliers should be highly 
competitive in the growing market for electronic/electric IPCs and 
computer-based control systems. 
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TELECOMMUNICATIONS: The Directorate General of Telecommunications 
will spend some $2 billion over the next few years on an island-wide 
digital network system. Procurement for 1990, 1991, and 1992 is 
estimated at $400 million annually. 


HOME FURNISHING AND APPLIANCES: Textile imports are forecast to 
increase at a rate of 20-25 percent annually through 1992. Fibers, 
home furnishings and floor coverings are good prospects for U.S. 
companies. U.S. home appliances such as refrigerators, washing 
machines, and microwave ovens are extremely popular in Taiwan. 
Their 1989 sales will probably double the 1988 level of $250 million. 


TRANSPORTATION: The $11 billion Taipei rapid transit project, to be 
completed in 1999, will include significant foreign procurement. 

The feasibility studies for the $2-$3 billion Kaohsiung Mass Rapid 
Transit System, the new deep-water harbor in Taiwan and the west 
coast corridor high-speed railway are expected to be completed in 
one to two years. These projects will create engineering consulting 
service and major foreign purchase opportunities for U.S. firms. 


Imports of passenger cars grew nearly 170 percent in 1988 to 79,485 
units. Such growth is expected to continue if the duty is further 
reduced to 30 percent as planned. The NTD appreciation has made all 
American models more competitive. Steady growth is also projected 


for jeeps, buses with diesel engines, and light trucks with gasoline 
engines. 


SCIENTIFIC INSTRUMENTS: Sales of laboratory and scientific 
instruments at $688 million in 1988 could increase 25-30 percent per 
year through 1992. Best sales opportunities include analytic 
instruments, electronic instruments, and material testing equipment. 


The National Defense Medical Center will begin medical equipment 
planning in December 1991 for its $400 million medical center 
project. Medical equipment purchases will amount to $107 million. 
In January 1987, Veterans General Hospital in Kaohsiung started the 
first phase of equipment purchases which will total $42 million, and 
is continuing with the second phase of the procurement program. 


POWER PLANTS: The Taiwan Power Company’s (Taipower) $6 billion 
Fourth Nuclear Power Plant is expected to receive final approval by 
July 1990. Foreign equipment purchases will amount to $4.2 
billion. Taipower also plans to purchase $825 million of air 
pollution control equipment between 1989 and 1993 for its thermal 
power plants and coal handling yards. Taipower will automate its 
transmission control system over the next seven years at a cost of 
$500 million, including $240 million in foreign procurement. 
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PETROCHEMICAL PLANTS: Foreign companies will be allowed to bid on 
Chinese Petroleum Corporation projects totaling $4.6 billion through 
mid-1990. Formosa Plastics Corporation recently received permission 
to begin construction of a $240 million naphtha cracker plant in 
Kuanyin, which will entail $100 million in equipment purchases in 
1989. The $1.3 billion Formosa Plastics petrochemical complex at 
Point Comfort, Texas, will offer U.S. suppliers huge equipment 
procurement opportunities in 1989. 


TDP GRANTS 


The U.S. Trade and Development Program (TDP) actively assists U.S. 
firms to market on Taiwan. U.S. firms seeking to expand their sales 
to Taiwan should contact the AIT Economic/Commercial Section for 
further details. 


TRADE SHOWS 


The American Institute in Taiwan will sponsor several trade events 
from August 1989 through June 1990 at the American Institute in 
Taiwan Trade Center (ATC) or the Taipei World Trade Center (TWTC): 


DATE NAME OF EVENT VENUE 


Aug. 22 - 24 Tourism Eq & Ser Catalog Show Sungshan Airport 
sept. 5 - 10 Super Catalog Show TWTC 

Sept. 13 - 15 Food Show Sungshan Airport 
Sept. 19 - 22 Intelligent Building Show ATC 

Oct. 14 - 19 Electronics TWTC 

Nov. 3 - 9 Medical ATC 

pee. iz Zi Auto Dealers Show TWTC 

Dec. 23 - 27 Travel Fair Sungshan Airport 
Dec. 31 - Jan 2 Home Appliances & Furnishings Sungshan Airport 
| oe Ce Taipei Elec. TWTC 

Mar. 12 - 16 Food Industry TWTC 

April 10 - 11 Financial Services ATC 

May 13 - 17 Autos & Auto Parts TWTC 

May 20 - 22 Jewelry & Giftware ATC 








